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property wrongfully levied upon is mailed to
B on November 12, 1970. Since the 6-month
period from the mailing of the notice of dis-
allowance expires before the 12-month period
from the date of filing the request for the re-
turn of property which ends on August 3,
1971, no suit or proceeding under section 7426
may be begun by B after May 12, 1971, which
is 6 months from the date of mailing the no-
tice of disallowance.

[T.D. 7305, 39 FR 9950, Mar. 15, 1974]

Interest
INTEREST ON UNDERPAYMENTS

§301.6601-1 Interest on
ments.

(a) General rule. (1) Interest at the an-
nual rate referred to in the regulations
under section 6621 shall be paid on any
unpaid amount of tax from the last
date prescribed for payment of the tax
(determined without regard to any ex-
tension of time for payment) to the
date on which payment is received.

(2) For provisions requiring the pay-
ment of interest during the period oc-
curring before July 1, 1975, see section
6601(a) prior to its amendment by sec-
tion 7 of the Act of Jan. 3, 1975 (Pub. L.
93-625, 88 Stat. 2115).

(b) Satisfaction by credits made after
December 31, 1957—(1) In general. If any
portion of a tax is satisfied by the cred-
it of an overpayment after December
31, 1957, interest shall not be imposed
under section 6601 on such portion of
the tax for any period during which in-
terest on the overpayment would have
been allowable if the overpayment had
been refunded.

(2) Examples. The provisions of this
paragraph may be illustrated by the
following examples:

underpay-

Example 1. An examination of A’s income
tax returns for the calendar years 1955 and
1956 discloses an underpayment of $800 for
1955 and an overpayment of $500 for 1956. In-
terest under section 6601(a) ordinarily ac-
crues on the underpayment of $800 from
April 15, 1956, to the date of payment. How-
ever, the 1956 overpayment of $500 is credited
after December 31, 1957, against the under-
payment in accordance with the provisions
of section 6402(a) and §301.6402-1. Under such
circumstances interest on the $800 under-
payment runs from April 15, 1956, the last
date prescribed for payment of the 1955 tax,
to April 15, 1957, the date the overpayment of
$500 was made. Since interest would have
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been allowed on the overpayment, if re-
funded, from April 15, 1957, to a date not
more than 30 days prior to the date of the re-
fund check, no interest is imposed after
April 15, 1957, on $500, the portion of the un-
derpayment satisfied by credit. Interest con-
tinues to run, however, on $300 (the $800 un-
derpayment for 1955 less the $500 overpay-
ment for 1956) to the date of payment.

Example 2. An examination of A’s income
tax returns for the calendar years 1956 and
1957 discloses an overpayment, occurring on
April 15, 1957, of $700 for 1956 and an under-
payment of $400 for 1957. After April 15, 1958,
the last date prescribed for payment of the
1957 tax, the district director credits $400 of
the overpayment against the underpayment.
In such a case, interest will accrue upon the
overpayment of $700 from April 15, 1957, to
April 15, 1958, the due date of the amount
against which the credit is taken. Interest
will also accrue under section 6611 upon $300
($700 overpayment less $400 underpayment)
from April 15, 1958, to a date not more than
30 days prior to the date of the refund check.
Since a refund of the portion of the overpay-
ment credited against the underpayment
would have resulted in interest running upon
such portion from April 15, 1958, to a date not
more than 30 days prior to the date of the re-
fund check, no interest is imposed upon the
underpayment.

(c) Last date prescribed for payment. (1)
In determining the last date prescribed
for payment, any extension of time
granted for payment of tax (including
any postponement elected under sec-
tion 6163(a)) shall be disregarded. The
granting of an extension of time for the
payment of tax does not relieve the
taxpayer from liability for the pay-
ment of interest thereon during the pe-
riod of the extension. Thus, except as
provided in paragraph (b) of this sec-
tion, interest at the annual rate re-
ferred to in the regulations under sec-
tion 6621 is payable on any unpaid por-
tion of the tax for the period during
which such portion remains unpaid by
reason of an extension of time for the
payment thereof.

(2)(i) If a tax or portion thereof is
payable in installments in accordance
with an election made under section
6152(a) or 6156(a), the last date pre-
scribed for payment of any installment
of such tax or portion thereof shall be
determined under the provisions of sec-
tion 6152(b) or 6156(b), as the case may
be, and interest shall run on any un-
paid installment from such last date to
the date on which payment is received.
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However, in the event installment
privileges are terminated for failure to
pay an installment when due as pro-
vided by section 6152(d) and the time
for the payment of any remaining in-
stallment is accelerated by the
issuance of a notice and demand there-
for, interest shall run on such unpaid
installment from the date of the notice
and demand to the date on which pay-
ment is received. But see section
6601(e)(4).

(i) If the tax shown on a return is
payable in installments, interest will
run on any tax not shown on the return
from the last date prescribed for pay-
ment of the first installment. If a defi-
ciency is prorated to any unpaid in-
stallments, in accordance with section
6152(c), interest shall run on such pro-
rated amounts from the date prescribed
for the payment of the first install-
ment to the date on which payment is
received.

(3) If, by reason of jeopardy, a notice
and demand for payment of any tax is
issued before the last date otherwise
prescribed for payment, such last date
shall nevertheless be used for the pur-
pose of the interest computation, and
no interest shall be imposed for the pe-
riod commencing with the date of the
issuance of the notice and demand and
ending on such last date. If the tax is
not paid on or before such last date, in-
terest will automatically accrue from
such last date to the date on which
payment is received.

(4) In the case of taxes payable by
stamp and in all other cases where the
last date for payment of the tax is not
otherwise prescribed, such last date for
the purpose of the interest computa-
tion shall be deemed to be the date on
which the liability for the tax arose.
However, such last date shall in no
event be later than the date of issuance
of a notice and demand for the tax.

(d) Suspension of interest; waiver of re-
strictions on assessment. In the case of a
deficiency determined by a district di-
rector (or an assistant regional com-
missioner, appellate) with respect to
any income, estate, gift, or chapter 41,
42, 43, or 44 tax, if the taxpayer files
with such internal revenue officer an
agreement waiving the restrictions on
assessment of such deficiency, and if
notice and demand for payment of such
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deficiency is not made within 30 days
after the filing of such waiver, no in-
terest shall be imposed on the defi-
ciency for the period beginning imme-
diately after such 30th day and ending
on the date notice and demand is made.
In the case of an agreement with re-
spect to a portion of the deficiency, the
rules as set forth in this paragraph are
applicable only to that portion of the
deficiency to which the agreement re-
lates.

(e) Income tax reduced by carryback. (1)
The carryback of a net operating loss,
net capital loss, investment credit, or a
work incentive program (WIN) credit
shall not affect the computation of in-
terest on any income tax for the period
commencing with the last day pre-
scribed for the payment of such tax and
ending with the last day of the taxable
year in which the loss or credit arises.
For example, if the carryback of a net
operating loss, a net capital loss, an in-
vestment credit, or a WIN credit to a
prior taxable period eliminates or re-
duces a deficiency in income tax for
that period, the full amount of the defi-
ciency will nevertheless bear interest
at the annual rate referred to in the
regulations under section 6621 from the
last date prescribed for payment of
such tax until the last day of the tax-
able year in which the loss or credit
arose. Interest will continue to run be-
yond such last day on any portion of
the deficiency which is not eliminated
by the carryback. With respect to any
portion of an investment credit
carryback or a WIN credit carryback
from a taxable year attributable to a
net operating loss carryback or a cap-
ital loss carryback from a subsequent
taxable year, such investment credit
carryback or WIN credit carryback
shall not affect the computation of in-
terest on any income tax for the period
commencing with the last day pre-
scribed for the payment of such tax and
ending with the last day of such subse-
quent taxable year.

(2) Where an extension of time for
payment of income tax has been grant-
ed under section 6164 to a corporation
expecting a net operating loss
carryback or a net capital loss
carryback, interest is payable at the
annual rate established under section
6621 on the amount of such unpaid tax
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from the last date prescribed for pay-
ment thereof without regard to such
extension.

(3) Where there has been an allow-
ance of an overpayment attributable to
a net operating loss carryback, a cap-
ital loss carryback, an investment
credit carryback, or a WIN credit
carryback and all or part of such allow-
ance is later determined to be exces-
sive, interest shall be computed on the
excessive amount from the last day of
the year in which the net operating
loss, net capital loss, investment cred-
it, or WIN credit arose until the date
on which the repayment of such exces-
sive amount is received. Where there
has been an allowance of an overpay-
ment with respect to any portion of an
investment credit carryback or a WIN
credit carryback from a taxable year
attributable to a net operating loss
carryback or a capital loss carryback
from a subsequent taxable year and all
or part of such allowance is later deter-
mined to be excessive, interest shall be
computed on the excessive amount
from the last day of such subsequent
taxable year until the date on which
the repayment of such excessive
amount is received.

(f) Applicable rules. (1) Any interest
prescribed by section 6601 shall be as-
sessed and collected in the same man-
ner as tax and shall be paid upon notice
and demand by the district director or
the director of the regional service cen-
ter. Any reference in the Code (except
in subchapter B, chapter 63, relating to
deficiency procedures) to any tax im-
posed by the Code shall be deemed also
to refer to the interest imposed by sec-
tion 6601 on such tax. Interest on a tax
may be assessed and collected at any
time within the period of limitation on
collection after assessment of the tax
to which it relates. For rules relating
to the period of limitation on collec-
tion after assessment, see section 6502.

(2) No interest under section 6601
shall be payable on any interest pro-
vided by such section. This paragraph
(f)(2) shall not apply after December 31,
1982, with respect to interest accruing
after such date, or accrued but unpaid
on such date. See §301.6622-1.

(3) Interest will not be imposed on
any assessable penalty, addition to the
tax (other than an addition to tax de-
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scribed in section 6601(e)(2)(B)), or addi-
tional amount if the amount is paid
within 21 calendar days (10 business
days if the amount assessed and shown
on the notice and demand equals or ex-
ceeds $100,000) from the date of the no-
tice and demand. If interest is imposed,
it will be imposed only for the period
from the date of the notice and demand
to the date on which payment is re-
ceived. This paragraph (f)(3) is applica-
ble with respect to any notice and de-
mand made after December 31, 1996.

(4) If notice and demand is made after
December 31, 1996, for any amount and
the amount is paid within 21 calendar
days (10 business days if the amount
assessed and shown on the notice and
demand equals or exceeds $100,000) from
the date of the notice and demand, in-
terest will not be imposed for the pe-
riod after the date of the notice and de-
mand.

(5) For purposes of paragraphs (f)(3)
and (4) of this section—

(i) The term business day means any
day other than a Saturday, Sunday,
legal holiday in the District of Colum-
bia, or a statewide legal holiday in the
state where the taxpayer resides or
where the taxpayer’s principal place of
business is located. With respect to the
tenth business day (after taking into
account the first sentence of this para-
graph (f)(5)(i)), see section 7503 relating
to time for performance of acts where
the last day falls on a statewide legal
holiday in the state where the act is re-
quired to be performed.

(ii) The term calendar day means any
day. With respect to the twenty-first
calendar day, see section 7503 relating
to time for performance of acts where
the last day falls on a Saturday, Sun-
day, or legal holiday.

(6) No interest shall be imposed for
failure to pay estimated tax as re-
quired by section 59 of the Internal
Revenue Code of 1939 or section 6153 or
6154 of the Internal Revenue Code of
1954.

[32 FR 15241, Nov. 3, 1967, as amended by T.D.
7238, 37 FR 28742, Dec. 29, 1972; T.D. 7301, 39
FR 978, Jan. 4, 1974; T.D. 7384, 40 FR 49324,
Oct. 22, 1975; T.D. 7838, 47 FR 44252, Oct. 7,
1982; T.D. 7907, 48 FR 38230, Aug. 23, 1983; T.D.
8725, 62 FR 39117, July 22, 1997]
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